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DIGEST _----- 

WHY THE REVIEW WAS MADE 

/ til ' The Chairman, Legal and Monetary Affairs Subcommittee of the House Com- 
mittee on Government Operations , requested the General Accounting Office 
(GAO) to review the effectiveness of the Internal Revenue Service (IRS) 
in collecting the Federal highway use tax which-is paid on a basis of 
voluntary compliance. (See pa 7.) 

GAO was requested to provide information on: 

--The basis and significance of a 7.7-percent dollar-delinquency rate 
in payments of the highway use tax cited by IRS in a letter to the 
Subcommittee dated March 9, 1971. 

--Action taken on truck registration data provided to IRS by the 
States. 

--Action taken by IRS to identify truck owners liable for the highway 
use tax in those States not providing IRS with truck registration 
data. 

--The extent to which truck owners liable for the tax did not file 
returns and the significance of the corresponding unpaid taxes. 

GAO was requested also to provide any additional information concerning 
the administration of the tax which it believed would be helpful to the 
Subcommittee. (S ee app. I, p. 25.) 

Access to records denied 

IRS denied GAO the right of access to its records on tax administration 
on the basis that only the Joint Committee on Internal Revenue Taxation 7-5~3 

(. had the right to review the IRS administration of the tax laws. There- 
.-. fore this review of IRS highway use tax activities was restricted to an 

analysis of summary data made available by IRS. (See p. 6.) 

FINDINGS AND CONCLUSIONS 

IRS informed GAO that the 7.7-percent dollar-delinquency rate should 
not have been provided to the Subcommittee because it had been based on 
the results of a 1965 taxpayer compliance measurement program study rather 
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than on the results of a study conducted in 1969 on tax year 1968 tax 
returns. 

' 

TRS stated that the 1969 study indicated a highway use tax dollar- 
delinquency rate ranging from about 3.7 percent to 6.1 percent and a 
dollar delinquency associated with these 
$3.8 million to $6.4 million. (See p. 9. e 

ercentages ranging from about 

The Director of the IRS Collection Division advised GAO that, for mea- 
suring precisely the tax delinquency, the study had limitations because 
extremely large businesses were not contacted during the study. He ad- 
vised GAO also that, under the procedures for conducting the study, some 
truck owners were not identified as businesses and therefore were not 
contacted. He explained that these conditions were accepted by IRS man- 
agement because of resource limitations and because the purpose of the 
study was to achieve a relative estimate of the tax significance of de- 
linquency for various taxes. (See p. 12.) 

GAO found that truck registration data was made available to IRS by all 
but one State and that IRS could obtain registration data in that State 
from a commercial source. When such data is used by IRS, it is cross- 
referenced to IRS taxpayer information to identify nonfilers of highway 
use tax returns. This action is part of the IRS returns compliance pro- 
gram. (See p. 15.) 

In fiscal years 1970 and 1971, 47 and 45 IRS district offices, respectively, 
performed some returns compliance program work on the highway use tax which 
resulted in the collection of additional taxes of $1,096,000 and $1,538,000. 
The major part of this work was carried out by nine IRS district offices that 
formally scheduled returns compliance work on the highway use tax. During 
fiscal years 1970 and 1971, 11 and 13 IRS district offices, respectively, did 
not perform any returns compliance program work and 25 and 22 district of- 
fices, respectively, contacted 10 or fewer taxpayers for returns compliance 
program purposes. (See pp. 15 and 16.) 

The returns compliance program work, both scheduled and unscheduled, is con- 
ducted by IRS district offices on a manpower-available basis. In the fiscal 
year 1972 budget requests, IRS informed the Congress that, because of a lack 
of manpower in recent years, its district offices had been unable to follow 
up on the State information through its returns compliance programs. (See 
p. 15.) 

Because GAO's review was restricted to an analysis of summary data provided 
by IRS which did not include source data, GAO was unable to ascertain whether 
the scheduled returns compliance program work for the nine districts repre- 
sented a partial or complete cross-referencing of State truck registration 
data against IRS records of truck owners who filed highway use tax returns. 
(See p. 16.) 

The summary data provided by IRS on the 1969 taxpayer compliance measurement 
program study and on returns compliance program activities indicated that on 
a national basis significant amounts of highway use taxes were not being 
collected. (See pp. 11 and 16.) 
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GAO believes that IRS should strengthen enforcement of the highway use tax 
law by adopting a long-standing recommendation by the Federal-Highway Ad- 
ministration (FHWA) that decals be placed ontrucks for which the tax has 
been paid. (See p. 17.) 

GAO was advised by FHWA that, during the normal work activities of its 
safety investigators with the cooperation of State employees, about 250,000 
trucks could be inspected annually for compliance with a highway use tax 
decal requirement. (See p. 17.1 

GAO believes that the increased compliance that would result from the impact 
of a decal system on truck owners, as well as the enforcement effect of FHWA 
personnel reporting violations, would justify any additional administrative 
expenses i nvol ved . (See p. 20.1 

AGENCY ACTIONS AND UNRESOLVED ISSUES 

On February 24, 1972, the IRS Assistant Commissioner for Accounts, Compliance, 
and Taxpayer Services advised GAO that a decal system has merit, In lieu of 
supporting a decal system at this time, however, he stated that, during fiscal 
year 7973, IRS was going to conduct an intensive highway use tax collection 
program utilizing State truck registration data. (See p. 21.) 

The procedures for carrying out the program, as outlined by the Assistant Com- 
missioner, essentially involve a complete cross-referencing of all truck reg- 
istrants in the States and the District of Columbia to IRS taxpayer information 
to identify and follow up on nonfilers of highway use tax returns. (See p. 21.) 

The Assistant Commissioner also explained that manpower would be available 
for this work as a result of (1) a recent IRS reorganization and (2) increased 
manpower provided for in the fiscal year 1973 budget request. He estimated 
that, during fiscal year 1973, about 180 to 200 man-years would be devoted 
to the highway use tax returns compliance program. The Assistant Commissioner 
stated that, if the desired effect was not accomplished by these means, IRS 
would give serious consideration to implementing a decal system. (See pa 22.) 

At GAO's request the Director of the Collection Division on March 7, 1972, 
provided budgetary information on the anticipated increase in highway use tax 
revenues that would result from an intensive collection program. He advised 
that the application of 180 direct man-years to a full-scale highway use tax 
compliance program would result in securing an estimated 75,000 to 126,000 
returns with an assessed value of $15.2 million to $26.6 million. (See p. 22. 

The Director noted that these budgetary estimates were greater than the 
$3.8 million to $6.4 million indicated by the 1969 taxpayer compliance mea- 
surement program study. He indicated that the difference in estimates arose 
because the study had been based on 1968 data and the budgetary estimates 
had been based on current returns compliance program data. (See p. 22.) 
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Deea system should be impzemented 

IRS estimated that the cost of a decal system in 1969 would have been about 
$500,000, wh ereas comparable costs for the returns compliance program, as 
estimated by IRS in the fiscal year 1973 budget request, would be about 
$2.2 million. (See p. 22.) 

The use of decals to identify trucks for which the tax has been paid, to a 
large extent, would be self-policing. In contrast, the highway use tax re- 
turns compliance program will involve a time-consuming and cumbersome process 
of reviewing State registration records and converting the data into a form 
usable by IRS. (See p. 22.) 

Therefore GAO remains of the opinion that the decal system offers the most 
economical and efficient means for continued enforcement of the Federal high- 
way use tax. (See p. 23.) 

PZanned use of personne 2 is inefficient 

Also GAO believes that the nationwide highway use tax collection program out- 
lined by the Assistant Commissioner may be an inefficient use of personnel 
when compared with collections that could be achieved through alternative 
uses of personnel. (See p. 23.) 

In its fiscal year 1973 budget justifications, IRS is requesting the Congress 
to provide about $5 million for 400 additional man-years to identify tax- 
payers who have never filed returns. IRS stated that, with these additional 
man-years, about 898,000 delinquent returns, having an assessed dollar value 
of $423 million, would be secured. (See p. 23.) 

If, as indicated by the Director of the Col1ectio.n Division, 180 of the 
400 man-years will be devoted to identifying delinquent taxpayers and to 
securing highway use tax returns having a maximum assessed dollar value 
of $26.6 million, the remaining 220 man-years will be devoted to identi- 
fying other delinquent taxpayers and to securing returns having an as- 
sessed dollar value of about $396.4 million. (See p. 23.) 

On the basis of this data, GAO believes that the designation of personnel 
to carry out a highway use tax returns compliance program is an ineffi- 
cient use of manpower which should be devoted to other work that will 
provide a better return to the Federal Government. (See p. 23.) 



CHAPTER1 

INTRODUCTION 

On January 25, 1971, the Chairman, Legal and Monetary 
Affairs Subcommittee of the House Committee on Government 
Operations, requested that the Internal Revenue Service pro- 
vide information on the manner in which the Federal highway 
use tax was collected and the extent of noncompliance with 
provisions of the Internal Revenue Code under which the tax 
was imposedo 

IRS responded to the Subcommittee on March 9, 1971 
(see app. II), and stated that it had not conducted a nation- 
wide compliance study in the highway use tax area but that, 
on the basis of an 1968 overall compliance study there was a 
potential 7.7-percent dollar-delinquency rate. IRS stated 
also that most States provided IRS with information from 
their motor vehicle registration records, which was cross- 
referenced against IRS files and that, when a potentially 
delinquent taxpayer was revealed, the information was chan- 
neled to the IRS field office having jurisdiction for inves- 
tigation. 

By letter dated June 28, 1971, the Chairman of the Sub- 
committee requested the General Accounting Office to make an 
independent review of the effectiveness of the IRS collec- 
tion of the Federal highway use tax and to comment on the 
information provided previously to the Subcommittee by IRS. 

The Chairman expressed particular interest in: 

--The significance of the 7.7-percent dollar-delinquency 
rate cited by IRS and the basis for the fi.@re. (SW? 
ch, 2.1 

--Which States provided truck registration data for IRS 
use and the actions taken on it, including verifica- 
tion procedures. (See ch. 3.1 

--The action taken by IRS to identify truck owners who 
were liable for the tax in those States where truck 
registration data was not provided by the States, 
(See ch. 3.) 
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--The extent to which truck owners, who were liable for 
the tax, did not file returns and the significance of 
the corresponding unpaid tax. (See ch, 4, par. 1.) 

Finally, the Chairman requested that we provide any ad- 
ditional information concerning the administration of the 
Federal highway use tax which we believe would be helpful to 
the Subcommittee. (See ch. 4.) 

During our review an IRS official advised us that an 
opinion of the Chief Counsel of IRS dated May 20, 1968, held 
that IRS was barred by sections 6406 and 8022 of the Internal 
Revenue Code from allowing GAO to review any documents that 
pertain to the administration of the Internal Revenue laws. 
He advised us also that the Chief Counsel's opinion held 
that the Internal Revenue Code limited the right to review 
1RSl.s administration of the tax laws to the Joint Committee 
on Internal Revenue Taxation. IRS did agree, however, to 
make available to us summary data relating to its highway 
use tax compliance studies and programs. Our review at IRS 
was therefore limited to an analysis of the summary data 
provided and to discussions with officials responsible for 
administering the law pertaining to this tax. 

LEGISLATIVE HISTORY OF THE 
FEDERAL HIGHWAY USE TAX 

To provide additional revenue to accelerate the con- 
struction of a safe and efficient system of Federal-aid 
highways in each State, the Highway Revenue Act of 1956 
(26 U.S.C. 4481) established the Federal highway use tax 
and increased the rates on a number of other excise taxes. 
The highway use tax was imposed on the registered owners of 
certain highway motor vehicles having a taxable gross weight 
of more than 26,000 pounds. The tax was levied at the rate 
of $1.50 for each 1,000 pounds of taxable gross weight, or 
a fraction thereof, and was scheduled to expire on June 30, 
1972. 

Taxable gross weight was defined as the actual unloaded 
weight of a single-unit truck or truck-tractor, fully 
equipped for service , plus the actual unloaded weight of any 
semitrailer or trailer customarily used in combination with 
the truck or truck-tractor, and the maximum load customarily 
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carried on these vehicles and vehicle combinations. The 
taxable gross weight of a bus was defined as its actual un- 
loaded weight, fully equipped for service, plus 150 pounds 
for the driver and for each passenger-seating unit. 

In 1961 the Highway Revenue Act of 1956 was amended to 
provide additional funds to expedite the construction, re- 
construction, or improvement, inclusive of necessary bridges 
and tunnels, of the Interstate Highway System. One of the 
means to raise these additional funds was an increase in the 
highway use tax from $1.50 to $3,00 for each 1,000 pounds 
of taxable gross weight, or a fraction thereof, beginning 
July 1, 1961, Other provisions extended the expiration date 
of the tax until September 30, 1972, and provided the tax- 
payer with an option to pay the tax in installments. 

Under the Federal-Aid Highway Act of 1970, the highway 
use tax was extended an additional 5 years to September 30, 
1977. This extension was made on the basis of a revised es- 
timate by the Secretary of Transportation of the cost of 
completing the Interstate Highway System. 

ADMINISTRATIVE F'RCCEDURES FOR CQLLECTION 
OF FEDERAL HIGHWAY USE TAX 

IRS administers the Federal highway use tax program l 
through its seven regional offices, nine service centers, 
and 58 district offices. Collection of the highway use tax 
is based on the principle of voluntary compliance by the 
taxpayer under which each taxpayer computes and pays his tax 
in accordance with prescribed guidelines. Guidelines gov- 
erning the payment of highway use taxes are cited on 
Form 2290, Federal Use Tax Return on Highway Motor Vehicles.' 

1 An additional service center is scheduled to be opened in 
Brookhaven, N.Y., during July 1972. 

2 See app, III for a copy of Form 2290, which shows the cate- 
gories of vehicles on which the tax is imposed. Also see 
app, IV for pictures of vehicles subject to the tax. 



During fiscal year 1971 IRS collected over $145 million in 
highway use taxes. 

IRS attempts to increase compliance with the highway 
use tax by informing taxpayers, who are responsible for this 
tax, of their obligations under the law. Methods that are 
used include purchasing time for radio and television spot 
announcements; publishing news releases; and distributing 
printed material to the public through IRS district offices, 
motor vehicle dealers, and State licensing authorities. Re- 
cently FHWA agreed to have its field personnel distribute 
the forms for filing the highway use tax return and IRS Pub- 
lication 349, which explains the tax, during regular vehicle 
safety inspections. FHWA has agreed also to send the IRS 
forms and publications to persons just entering the trucking 
business who may not be aware of their liability for this 
tax. 

Using truck registration data obtained from the States, 
a limited number of IRS district offices have conducted en- 
forcement programs designed to discover highway use tax de- 
linquency and to secure delinquent returns, Prior to June 
1971 the program provided for a comparison of the available 
State registration data with listings prepared by the ser- 
vice centers of taxpayers who had filed a highway use tax 
return. This comparison was designed to identify (1) dis- 
crepancies between data provided on the State registration 
records and data provided on the highway use tax returns 
and (2) those taxpayers who had not filed a return. 

In June 1971, however, IRS discontinued the service 
center listings of taxpayers who had filed returns because 
it planned to establish regional master files of such re- 
turns in July 1972 and deemed it impractical to produce 
computer-generated listings until that time. In the in- 
terim, photocopies of all highway use tax returns filed by 
taxpayers at each service center are to be provided to the 
district offices having cognizance over the respective re- 
turns. 



CHAPTER 2 

ESTIMATE OF UNCOLLJXTED FEDERAL HIGHWAY USE TAXES 

In its March 9, 1971, response to the Legal and Monetary 
Affairs Subcommitteels request for the results of any studies 
which measured the extent of noncompliance with the highway 
use tax law, IRS stated that a 1968 taxpayer compliance mea- 
surement program study indicated that there was a potential 
7,7-percent highway use tax dollar-delinquency rate at that 
time. This delinquency rate was attributable to a lack of 
taxpayer familiarity with the Federal highway use tax law. 
Subsequently the Subcommittee Chairman requested us to pro- 
vide information on the significance of the 7.7-percent- 
delinquency rate cited by IRS and the basis for the rate. 
(See app, I.> 

IRS informed us that, because the results of a more re- 
cent study conducted in 1969 had been available, the 7.7- 
percent dollar-delinquency rate should not have been provided 
to the Subcommittee. IRS informed us also that the reference 
to a 1968 study in the letter to the Subcommittee should have 
been to a 1965 study because the dollar-delinquency percent- 
age cited had been based on that data. In addition, IRS in- 
formed us that the 1969 study was more comprehensive than 
the 1965 study because it was carried out on a nationwide 
basis, whereas the earlier study involved only four of the 
seven IRS regions. 

The Director of the IRS Collection Division on Jan- 
uary 28, 1972, advised us that the 1969 study of tax year 
1968 tax returns indicated a highway use tax dollar- 
delinquency rate ranging frown about 3.7 percent to 6.1 per- 
sent D He stated that the dollar delinquency associated with 
these percentages ranged from about $3,8 million to 
$6,4 million for fiscal year 1968. 

To provide the Subcommittee with the most current and 
comprehensive information that is available from IRS on non- 
compliance with the highway use tax law, the following sec- 
tions of this chapter relate to the scope and significance 
of the 1969 study rather than to the 1965 study. 



SCOPE OF TAXPAYER COMPLIANCE 
MEASUREMENT PROGRAM STUDY 

The IRS 1969 taxpayer compliance measurement program 
study encompassed various tax returns, including highway use 
tax returns, that are required to be filed by nonfarm busi- 
ness taxpayers and exempt organizations. Churches, Govern- 
ment agencies, and large businesses. however, were excluded 
from the study. Large businesses were defined as all non- 
farm sole proprietorships and fiduciaries having annual in- 
comes of $500,000, or more, and corporations having assets 
of $25 million,or more. The objectives of the study in- 
cluded: 

--Estimating the extent and tax significance of delin- 
quencies which existed in the filing of tax returns. 

--Determining the taxpayer group identification charac- 
teristics associated with nonfiling, for use in ef- 
forts to increase voluntary compliance and to im- 
prove enforcement procedures for securing delinquent 
returns. 

--Measuring the size of the tax delinquency of those 
types of businesses which were not included in the 
br=iness master file of taxpayers maintained at the 
National Computer Center, Martinsburg, West Virginia. 
(The Federal highway use tax returns are not included 
in the business master file.) 

In making the study IRS revenue officers contacted about 
35,000 businesses which IRS had selected in a nationwide 
sample. The sample selections were made from the names of 
businesses appearing in the IRS business master file of tax- 
payers and from a canvass of certain geographical areas which 
identified businesses not appearing on the business master 
file. 

Selections of the taxpayers from the business master 
file were made on a random basis; the names and addresses of 
the taxpayers were furnished to each district office and 
were used by the revenue officers to determine whether the 
required tax returns had been filed, About 21,000 business 
taxpayers were contacted. 
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The canvassing,phase of the study was.initiated through 
an IRS random selection of 1,114 geographical areas through- 
out the United States. With the assistance of the Bureau 
of Census, these areas were reduced to selected~ areas--such 
as a cluster of blocks within-a city--that were believed to 
contain at lea& 50 percent of the businesses within each of 
the 1,114 geographicalkreas. A door-to-door canvass of the 
selected areas was conducted by revenue officers to identify 
those businesses not listed.on a compil.ation from the business 
master file of :taxpayers who had filed.business returns in 
the selected areas and‘to contact the identified businesses 
to determine whether the'required'tax returns had been filed. 
About 14,000 businesses were contacted. 

HIGHWAY USE TAX DATA OBTAINED AS A RESULT 
OF TAXPAYER COMPLIANCE MEASUREMENT PROGRAM STUDY 

Of the approximately 35,000 taxpayers contacted during 
the 1969 taxpayer compliance measurement program study, IRS 
found that only 700 had been required to file highway use 
tax returns. Of these taxpayers, 673 were listed in the 
business master file of taxpayers and 27 were identified by 
canvassing the selected geographical areas. The following 
tabulation summarizes the data developed during the study 
that relates to the highway use tax. 

Numbe%r of taxpayers 
Business 
master Canvass- To- TElX 

Status of return file 2.a tal liability 

Timely filed 
Delinquent but filed 

prior to study 
Delinquent at time of 

study 

544 12 556 $493,257 

59 3 62 19,909 

70 22 82 19,685 

Total 673 27 700 $532,,851 

On the basis of the above data, the Director of the IRS 
Collection Division on January 28, 1972, advised us that the 
study, which had been based on tax year 1968 returns, indi- 
cated a highway use tax dollar-delinquency rate ranging from 
about 3,7 percent to 6.1 percent, He stated that the dollar 
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delinquency associated with these percentages ranged from 
about $3.8 million to $6.4 million for fiscal year 1968. 

The Director of the Collection Division acknowledged 
that, for measuring precisely the tax delinquency, the study 
had limitations because extremely large businesses were not 
contacted during the study. Also, under the procedures for 
conducting the study, some other truck owners were not iden- 
tified as businesses and therefore were not contacted, He 
explained that these conditions had been accepted by manage- 
ment because of resource limitations and because the purpose 
of the study was to achieve a relative estimate of the tax 
significance of delinquency for various taxes,, He explained 
also that the study, in fact, did provide estimates needed 
for program development. 
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CHARTER 3 

UTILIZATION OF TRUCK REGISTRATION DATA 

AVAILABLE FROM THE-STATES / 

On March 9, 1971, IRS informed the Subcommittee that 
arrangements had been made with most States to provide IRS 
with information from State motor vehicle registration rec- 
ords, IRS also advised thatthe State data was cross- 
referenced against their files for the purpose of discover- 
ing potentially delinquent taxpayers and that when it ap- 
peared that a potential delinquency existed, the data was 
channeled to the field office having jurisdiction for fur- 
ther investigation. The inference of this statement is 
that, by using this procedure,IRS is enforcing the Federal 
highway use tax. 

IRS stated,' however, in its fiscal year 1972 budget 
submission to the Congress that, although truck registration 
data obtained from the States indicated widespread noncom- 
pliance, IRS had not been able to follow up on the State 
data because of lack of manpower. 

We found that IRS enforcement of the Federal highway 
use tax had been scheduled formally in only nine of 58 IRS 
districts in each of fiscal years 1970 and 1971 and that en- 
forcement in the remaining districts had been either un- 
scheduled or nonexistent. Further, the limited results from 
the unscheduled work suggests that such work was not exten- 
sive. 

Data obtained by GAO regardingstate truck registration 
data and tax returns compliance programs is discussed in the 
following sections‘of this chapter, 

TRUCK REGISTRATION DATA AVAILABLE 
FROM THE STATES 

The various States register commercial vehicles on dif- 
ferent bases, and much-of the truck registration data is not 
compatible with the Federal taxable weight categories on IRS 
highway use tax returns. For example, many States record 
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truck registrations on the basis of gross weight and do not 
record axle data. Both axle data and empty weight data are 
required on the highway use tax return. Thus guidelines for 
interpreting available State data must be developed at the 
district office level, Despite this problem, IRS considers 
data provided by the States from their registration records 
to be the best data available for use in its returns com- 
pliance program. 

In 1961 an IRS official addressed the 29th Annual Con- 
ference of the American Associatibn of Motor Vehicle Admin- 
istrators, Committee on Registration and Certificate of 
Title, to inform them of the importance to IRS of State reg- 
istration data and the limitations on its usefulness, He 
stated that the cooperation of State motor vehicle registra- 
tion personnel was a necessity in any highway use tax com- 
pliance program which IRS might initiate and, under optimum 
circumstances, it would be possible for IRS to secure almost 
complete compliance with the provisions of the highway use 
tax law. He stated also that, because of a lack of unifor- 
mity among the States in recording axles, weights, and types 
of vehicles, the State registration data in many instances 
did not readily lend itself to the success of IRS highway 
use tax compliance programs unless it was first processed 
to match IRS taxable weight categories, 

To determine whether any of the States had truck reg- 
istration data similar to that needed by IRS, we examined 
truck registration application formats maintained by FHWA 
of the 50 States and the District of Columbia, We found 
that only 17 States appeared to require the filing of such 
data by truck owners. We contacted registration officials 
in these States to ascertain whether the registration data 
was available and recorded in a format, such as a computer 
printout, that could be used by IRS to determine the truck 
owners' tax liability without first converting the data to 
IRS axle and weight categories and whether the data could 
be used for management purposes in estimating the potential 
revenue from the tax in any State, 

We were advised by officials in 15 of the States that 
the complete data required could not be obtained from their 
registration records. Reasons cited were (1) records lacked 
axle data and/or empty weight data, (2) truck--trailer 
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combinations were not identified, and (3) data from motor 
vehicle registration records either were not automated or 
were only partially automated. The remaining two States 
advised us that the data was available from registration 

-records but that a computer program would have to be devel- 
oped to extract the data from the States' data banks. 

ACTION TAKEN TO IDENTIFY DELINQUENT TAXPAYERS 

Truck registration data is made available to IRS by alil. 
but one State and IRS can obtain registration data in that 
State from a commercial source. When such data is used by 
'IRS, it is cross-referenced to IRS taxpayer information to 
identify nonfilers of highway use tax returns. This action 
is part of the IRS tax returns compliance program. In fis- 
cal years 1970 and 1971, 47 and 45 IRS district offices, 
respectively, performed some returns compliance program 
work on the highway use tax which resulted in the collection 
of additional taxes of $1,096,000 and $1,538,000. The major 
part of this work was carried out by nine IRS district of- 
fices that formally scheduled returns compliance work on 
the highway use tax in each year. 

The formal compliance program requires the cross- 
referencing of State registration data to the IRS files to 
discover potentially delinquent taxpayers and requires a 
subsequent follow-up to obtain the payment of any delinquent 
taxes. The returns compliance program work, both scheduled 
and unscheduled, is conducted by the IRS district offices 
on a manpower-available basis. 

Information was not available at the IRS National Of- 
fice regarding the number of man-days expended by each of 
the district offices for returns compliance work on the 
highway use tax. In its fiscal year 1972 budget estimate, 
however, IRS informed the Congress that, because of lack of 
manpower in recent years, its district offices had been un- 
able to follow up on the State data through its returns com- 
pliance programs. In fact, some IRS districts have asked 
the States to defer providing registration data until man- 
power is available to follow up on it. . - 

The following tabulation summarizes data on the results 
of IRS district offices' scheduled and unscheduled returns 
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compliance program work on the highway use tax in fiscal 
years 1970 and 1971. 

Fiscal year 1970: 
Scheduled 
Unscheduled: 

Taxpayer contacts 
(none> 

Taxpayer contacts 
(10 or less) 

Taxpayer contacts 
(over 10) 

Total 

Fiscal year 1971: 
Scheduled 
Unscheduled: 

Taxpayer contacts 
(none) 

Taxpayer contacts 
(10 or less) 

Taxpayer contacts 
(over 10) 

Total 

District Taxpayers Taxpayers Returns Amount 
offices contacted delinquent secured collected 

9 

11 

25 

13 

2 

9 

13 

22 

14 

2 

6,103 2,801 6,919 $ 905,000 

104 91 181 29,000 

911 760 1,341 162.000 

7.118 3.652 8.441 $1.096.000 

6,751 3,879 11,046 $1,343,000 

86 74 151 24,000 

1.064 685 1.388 171,000 

7.901 4.638 12.585 $1.538.000 

As shown above, during fiscal years 1970 and 1971, 11 
and 13 IRS district offices, respectively, did not perform 
any returns compliance program work and 25 and 22 district 
offices, respectively, contacted 10 or fewer taxpayers for 
returns compliance purposes. 

Because our review of the returns compliance program 
work on the highway use tax was restricted to an analysis 
of summary d&a provided by IRS, we had no basis for ascer- 
taining whether the collections obtained by the nine dis- 
tricts which conducted scheduled compliance programs during 
fiscal years 1970 and 1971 resulted from a partial or com- 
plete cross-referencing of State truck registration data 
against IRS records of truck owners who had filed highway 
use tax returns. Also we do not know whether the collection 
of $905,000 and $1,343,000 during fiscal years 1970 and 1971 
by the nine district offices represents the total unpaid 
highway use taxes in those districts. The summary data 
provided by IRS on its returns compliance program indicated 
that on a national basis significant amounts of highway use 
taxes were not being collected, 
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CHAPTER 4 

{SE OF DECALS WOULD IMPROVE 

COMPLIANCE WITH FEDERAL HIGHWAY USE TAX LAW 

IRS has advised us that it cannot ascertain the number 
of truck owners who are liable for the highway use tax but 
who have not filed a return. The taxpayer compliance mea- 
surement program studies and returns compliance programs con- 
ducted by IRS, as discussed in chapters 2 and 3 of this re- 
port, however, indicate that a significant number of truck 
owners are not filing highway use tax returns. This noncom- 
pliance results in a significant loss of revenue to the Fed- 
eral Government, 

Because of the significant loss in tax revenue, we be- 
lieve that IRS should strengthen enforcement of the highway 
use tax law by adopting a FHWA proposal that decals be placed 
on trucks for which the tax has been paid. FHWA advised us 
that, during the normal work activities of its safety inves- 
tigators and with the cooperation of State employees, about 
250,000 trucks and truck-tractors could be inspecged annually 
for compliance with a highway use tax decal requirement. 

In our opinion, a decal system would be more advanta- 
geous than the present method of converting State registra- 
tion data into a form usable by IRS because the conversion 
is a cumbersome process and requires increased IRS manpower 
to carry it out on a national basis, In contrast, the en- 
forcement of a decal system could be implemented as a part 
of the normal operating activities of FHWA. 

Because receipts from the highway use tax are used to 
assist in financing the In-terstate Highway System, FHWA has 
on various occasions encouraged IRS to strengthen its en- 
forcement of the highway yse tax law. The Federal Highway 
Administrator, in a letter'dat+ August 28, 1962, to the 
Deputy Assistant Secretary of the.T&easury, set forth FHWA's 
views on the collection of the'h@hway use tax. He stated 
that the most important obstacle Sri: collecting the highway 
use tax was that IRS did not is&e any evidence of tax pay- 
ment to be displayed on or carried in the motor vehicle for 
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which the tax had been paid and that the absence of such 
evidence rendered effective enforcement of the highway use 
tax law nearly impossible. He stated also that the psycho- 
logical impact of visual evidence'of payment would, of it- 
self, cause truck owners to comply with the law, 

On October 10, 1962, the Deputy Assistant Secretary ad- 
vised the Administrator that the Treasury Department was 
adverse to using tags or stickers and expressed the belief 
that enforcement funds would be better concentrated if used 
to check State registration records rather than to divert 
some of the funds toward instituting a stamp system. The 
decision not to use tags or stamps was based, primarily, on 
the following considerations. 

--ae trucking industry could not be expected to police 
itself; therefore, a tag or stamp system would require 
road policing by IRS to make the requirement fully 
effective as an aid to enforcement. 

--The use of stamps would add approximately $300,000 to 
IRS administrative costs. 
0 

FHWA officials met with IRS officials on July 2, 1969, 
to again discuss the use of a stamp or other evidence of 
payment to be placed on a vehicle for which the tax had been 
paid. At this meeting a decal made of reflective material, 
which had been designed by FHWA, was presented for IRS con- 
sideration, The decal, as shown below, consisted of two 
rows of numbers at the top, which would represent the weight 
of the truck, a medallion which would indicate the year for 
which the tax was paid, and a serial number at the bottom 
which would identify the truck owner. 
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On November 26, 1969, the Deputy Commissioner of IRS 
notified FHWA that the increased administrative costs--esti- 
mated at that time by IRS at about $500,000--and the road 
policing, which would be required of IRS, would far outweigh 
the potential benefits of a stamp system. 

The Secretary of Transportation on June 25, 1970, re- 
quested that the Secretary of the Treasury review the matter 
of employing a stamp or decal system as a means to enforce 
collection of the highway use tax. The Secretary referred 
to a road survey conducted by FHWA at safety checkpoints 
during the first quarter of calendar year 1970. He stated 
that the study indicated a strong possibility of tax revenue 
loss. 

The Secretary of the Treasury, by letter dated July 17, 
1970,advised the Secretary of Transportation that IRS had 
conducted similar reviews on the same proposal in recent 
years. He stated that he did not see any significant changes 
in the problems which confronted IRS if a stamp approach to 
the highway use tax had been instituted. 

In view of FHWA's continuing interest in enforcement of 
the highway use tax law, we requested that FHWA provide us 
with an estimate of the number of trucks that their safety 
investigators could inspect for the presence of a decal in 
any given year. In a letter dated November 29, 1971, the 
Director of FHWA's Bureau of Motor Carrier Safety explained 
that FHWA's investigators (1) performed joint inspections 
and investigations with State employees under cooperative 
agreements with each of the 50 States, (2) made roadside 
inspections of motor vehicles, and (3) made on-premises in- 
spections of motor carriers' facilities and equipment. He 
stated that, through FHWA's normal work activities and 
through the cooperation of State employees, some 250,000 
trucks and truck-tractors could be inspected annually for 
compliance with a highway use tax stamp requirement. 

In each session of the Congress since 1967, at least 
one bill has been introduced in the Congress to exempt cer- 
tain farm vehicles from the highway use tax and to require 
that evidence of payment of such tax be shown on highway 
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motor vehicles subject to the tax. Ihe current House bill 
11209, which was introduced on October 13, 1971, would re- 
quire stickers to be affixed to the windshields of those 
vehicles for which the tax had been paid, MO action has 
been taken on this bill. 

The Internal Revenue Code provides that the highway 
use tax be collected by any reasonable device or method nec- 
essary to secure a complete and proper collection of the tax. 
On the basis of IRS estimates of uncollected highway use 
taxes ranging from $3.8 million to $6.4 million during fiscal 
year 1968 and indications that large numbers of truck owners 
liable for the highway use tax are not filing returns, it 
appears that a new method of enforcing collection is war- 
ranted. 

The present method of reviewing State registration data 
records and converting the data into a form usable in its 
returns compliance work on the highway use tax is a cumber- 
some process, and, because of a lack of manpower, IRS has 
been unable to follow up adequately on the State data. Thus 
we believe that IRS should implement the decal system ad- 
vocated by FBWA and should solicit its cooperation in identi- 
fying trucks on which the tax has not been paid. 

The identification of trucks--for which 'the highway use 
tax has not been paid --during FHWA routine roadside safety 
investigations would eliminate any need for road policing 
by IRS, Also the increased administrative costs that would 
be incurred by IRS in implementing a decal system would be 
reduced by the cost savings that would result from a discon- 
tinuance of the cross-referencing of State registration data 
against IRS records of taxpayers who have filed highway use 
tax returns. In addition, we believe that the increased 
compliance that would result from the impact of a decal sys- 
tem on truck owners, as well as the enforcement effect of 
FiA personnel reporting violators, would justify any addi- 
tional administrative expenses that would be involved. 
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CHAPTEX5 

AGENCY COMMENTS AND GAO EVALUATION 

FEDERAL HIGHWAY ADMINISTRATION COMMENTS 

On February 23, 1972, officials of FHWA advised us that 
they continued to be in favor of a decal system but that 
they did not advocate the decal system as the sole method of 
enforcing the Federal highway use tax law. Rather, they en- 
visioned the decal system as a supplement to IRS's cross- 
referencing of State registration data. 

INTERNAL REVENUE SERVICE COMMENTS 

On February 24, 1972, the IRS Assistant Commissioner for 
Accounts, Compliance, and Taxpayer,Services advised us that 
a decal system did have merit. In lieu of supporting a de- 
cal system at this time, however,he stated that, during fis- 
cal year 1973, IRS was going to conduct an intens.ive highway 
use tax collection program utilizing State truck registra- 
tion data. In carrying out the nationwide program, he ad- 
vised us that the following actions would be taken. 

--All States and the District of Columbia will be re- 
quested to furnish names and addresses of all truck 
registrants having vehicles fal,ling in categories 
which are liable or likely to be liable' for the high- 
way use tax. 

--Truck registration data will be obtained from &namer- 
cial sources when it is not available from the States. 

--The names of truck registrants will be screened ' 
against IRS files of highway use tax returns to iden- 
tify potential filers. 

--Service centers or district offices will send,notices 
to potentially delinquent taxpayers. 

--Unsatisfactory responses to the sewice center i-&i&s 
or district office notices will be referred to reve- 
nue officers for follow-up, 
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The Assistant Commissioner explained that these actions 
would identify the complete universe of truck owners during 
fiscal year 1973 and that subsequent effort would be de- 
voted to ensuring that returns would be filed by new truck 
registrants, 

The Assistant Commissioner explained also that manpower 
would be available for this work as a result of (1) a re- 
cent IRS reorganization and (2) increased manpower provided 
for in the fiscal year 1973 budget request. He estimated 
that, during fiscal year 1973, about 180 to 200 man-years 
would be devoted to the highway use tax returns compliance 
program. The Assistant Commissioner stated that, if the de- 
sired effect was not accomplished by these means, IRS would 
give serious consideration to implementing a decal system. 

At our request the Director of the Collection Division 
on March 7, 1972, provided us with budgetary information on 
the anticipated increase in highway use tax revenues that 
would result from an intensive collection program. He ad- 
vised us that the application of 180 direct man-years to a 
full-scale highway use tax compliance program would result 
in securing an estimated 75,000 to 126,000 returns having 
an assessed value of $15.2 million to $26.6 million. 

The Director noted that these budgetary estimates were 
greater than the $3.8 million to $6.4. million indicated by 
the 1969 taxpayer compliance measurement program study. He 
indicated that the difference in estimates arose because 
the study was based on 1968 data and that the budgetary es- 
timates were based on current returns compliance program 
data. 

GENERAL ACCWNTING OFFICE EVALUAI'ION 

IRS estimated that the cost of a decal system in 1969 
would have been about $500,00O,whereas comparable costs for 
the returns compliance program as estimated by IRS in the 
fiscal year 1973 budget request would be about $2.2 million. 
The use of decals to identify trucks for which the tax had 
been paid, to a large extent, would be self-policing. In 
contrast, the highway use tax returns compliance program 
will involve a time-consuming and cumbersome process of re- 
viewing State registration data and converting the data into 
a form usable by IRS. 
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Therefore we remain of the opinion that the decal system 
offers the most economical and efficient means for continued 
enforcement of the Federal highway use tax. 

Also we believe that the nationwide highway use tax re- 
turns compliance program outlined by the Assistant Commis- 
sioner may be an inefficient use of personnel when compared 
with collections that could be achieved through alternative 
uses of personnel. 

In its fiscal year 1973 budget justifications, IRS is 
requesting the Congress to provide about $5 million for 
400 additional man-years to identify taxpayers who have 
never filed returns. IRS stated that, with these additional 
man-years, about 898,000 delinquent returns, having an as- 
sessed dollar value of $4.23 million, would be secured. 

If, as indicated by the Director of the Collection Di- 
vision, 180 of the 400 man-years would be devoted to identi- 
fying delinquent taxpayers and to securing highway use tax 
returns having a maximum assessed dollar value of $26.6 mil- 
lion, the remaining 220 man-years would be devoted to iden- 
tifying other delinquent taxpayers and to securing returns 
having an assessed dollar value of about $396.4 million. 
Therefore, on the basis of this data, we believe that the 
designation of personnel to carry out a highway use tax re- 
turns compliance program is an inefficient use of manpower 
which should be devoted to other work that will provide a 
better return to the Federal Government, 
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CHAPTER 6 

SCOPE OF REVIEW 

We reviewed the legislative history of the Highway 
Revenue Act of 1956, as amended, which authorized the high- 
way use tax and pertinent IRS regulations, procedures, and 
practices in collecting the tax. We interviewed FHWA 
officials and reviewed FHWA records and correspondence per- 
taining to the highway use tax. We also contacted officials 
of Departments of Motor Vehicles in 17 States to determine 
the manner in which truck registration data is recorded and 
the availability of such data. 

Because IRS denied us the right of access to its records 
on tax administration, our review of IRS highway use tax 
activities was restricted to an analysis of summary data 
provided by IRS. 
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APPENDIX I 

NINETY-SECOND CONGRESS 

$&me of $Regre5hxtatibt$ 
LEGAL AND MONETARY AFFAIRS SUBCOMMITTEE 

OFTHE 
COMMITTEE ON GOVERNMENT OPERATIONS 

RAYBURN HOUSE OFFICE BUILDING. ROOM 8349-A 

WASHINGTON. D.C. 20115 

June 28,1971 

The Honorable Elmer B. Staats 
Comptroller General of the 

United States 
General Accounting Office 
441 G Street, N. W. 
Washington, D. C. 20548 

Dear Mr. Comptroller General: 

By letter dated March 9, 1971, the Internal Rmue Service responded 
to this Subcommittee's request for information on the manner in which the 
Federal Highway Use Tax is collected and the extent of noncompliance with 
provisions of the Internal Revenue Code under which the tax is imposed. 

The Internal Revenue Service advised the Subcommittee that it had 
not conducted a nationwide compliance study in the highway use tax area but, 
based on an overall compliance study concluded in 1968, there was a poten- 
tial 7.7 percent delinquhcy rate. The Subcommittee was also advised that 
most states provide information from their motor vehicle registration records 
which is cross-referenced against the Service's files. When this procedure 
reveals a potentially delinquent taxpayer, the Service advised that the in- 
formation is channeled to the field office having jurisdiction for investi- 
gation. 

From the Internal Revenue Service's response, it appears that current 
information is not available on the Service's effectiveness in collecting the 
highway use tax. It also appears that the response on cross-referencing of 
state motor vehicle information conflicts, with budget justification informa- 
tion presented at recent House appropriation hearings. In its budget justi- 
fication, the Service stated that information obtained from the states on 
truck registration indicated large numbers of truck owners, who are liable for 
the Federal Highway Use Tax, are not filing returns. The justifications 
further stated that, because of lack of manpower in recent years, the Service 
has not been able to follow-up on the state information. 
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APPENDIX I 

In view of the questions raised as a result of the Service's response 
to the Subcommittee, we would like the General Accounting Office to under- 
take an independent review of the effectiveness of the Service's collection 
of the Federal Highway Use Tax. It would be particularly helpful if, on 
the basis of your review, you can provide information on: 

1. The extent to which truck owners, who are liable for 
the tax, do not fi&e returns and the significance of 
the corresponding unpaid tax. 

2. The significance of the 7.7 percent delinquency rate 
cited by the Service and the basis for the figure. 

3. Which states provide truck registration information 
for the Service's use end what actions are taken by 
the Service on the information, including verifica- 
tion procedures. 

4. What action is taken by the Service to identify truck 
owners who are liable for the tax in those states where 
truck registration information is not provided by the 
states. 

While the Subcommittee is particularly interested in obtaining the 
information enumerated above, the review need not be limited to those points. 
We would appreciate receiving any additional information concerning the 
administration of the Federal Highway Use Tax you believe would be helpful. 

Sincerely yours, 

JSM:ic 
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APPENDIX II 

- 

" Honorable Dante B. Fascell, 
Chairman 

Legal and Monetary Affairs Sub- 
committee 

House of Representatives 
Washington, D. C. 20515 

Dear Mr. Chairman: 

Commissioner Thrower has asked me to reply to your 
letter of January 25, 1971, relating to the Federal High- 
way Use Tax. 

As you know, the Federal Use Tax on Highway Motor 
Vehicles is imposed on the use of any public highway by 
certain trucks, tractor trailer or truck tractor combina- 
tions and buses. The tax is due from the person in whose 
name these vehicles are registered or required to be regis- 
tered. 

The tax period begins on July 1 and ends the following 
June 30. The tax due must be paid with the return, Form 
2290, Federal Use Tax Return on Highway Motor Vehicles, a 
copy of which is enclosed, unless the taxpayer elects to pay 
his tax in installments. The taxpayer may elect on his re- 
turn, to pay the tax in up to four equal installments, de- 
pending upon when the first use of the vehicle occurs in 
the tax period. Should an installment payment not be paid 
on or before the date prescribed for payment, the entire 
unpaid tax becomes due and payable. 

Liability for the tax is incurred with the first tax- 
able use of a vehicle in the tax period, and the tax for 
the entire period must be paid. The tax is, of course, 
prorated for vehicles which are first used after the fimt 
month of the tax year. The tax return is due on August 31 
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APPENDIX II 

Honorable Dante B. Fascell 

for vehicles first used in the month of July. If a 
vehicle is put into use after the month of July, a 
return must be filed by the last day of the month fol- 
lowing the month the vehicle s first used in the tax 
year. 

Although the Service has not conducted a nationwide 
compliance study in the Highway Use Tax area, we concluded 
from our 1968 Taxpayer Compliance Measurement Program that 
there was a potential 7.7% dollar delinquency rate at that 
time. We felt that this was largely due to the fact that 
taxpayers were not familiar with the Federal Highway Use 
Tax law and their responsibility to file returns. Accord- 
ingly, we expanded our emphasis on informing these taxpayers 
of the law and their obligations. These efforts consisted 
of radio and television spot announcements, news releases 
and dissemination of printed material through our district 
offices, motor vehicle dealers and state licensing author-= 
ities. We are of the opinion that these efforts, coupled 
with the publicity which accompanied the June 2, 1969 
revision of the Use Tax Schedule, have had a desirable 
effect on increasing compliance with the law. 

The Internal Revenue Service also recognizes and is 
concerned that a possible revenue loss exists for reasons 
other than ignorance of the law. Accordingly, we constantly 
strive to improve our nationwide compliance techniques within 
the framework of existing Federal Tax laws. We recently im- 
proved processing of Federal Highway Use Tax returns through 
use of our automatic data processing system. Under the 
data processing system, we are capable of establishing a 
taxpayer entity on a master file. &r present procedures 
provide for a computer comparison of filed returns against 
the established taxpayer entities within eight weeks follow- 
ing the due date of the return. Computer notices are sent 
to the taxpayer entities showing no return filed. These 
entities later become the subjects of delinquency investiga- 
tions and are assigned to our field offices if satisfactory 
replies to the computer notices are not received. 
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Honorable Dante E. Fascell 

In addition to the Delinquency Check Program we have 
described, the Service enforces the Highway Use Tax law 
through Returns Compliance Programs. Under the Returns 
Compliance Programs, we have arranged with most states 
to provide the Service with information from state motor 
vehicle registration records. This information is cross- 
referenced against our files for the purpose of discovering 
potential delinquent taxpayers. When it appears that a 
potential delinquency exists, the information is channeled 
to the field office having jurisdiction for further inves- 
tigation. 

ne S'rzw~rice does not issue stamps or other visible 
evidence of compliance'with the Federal Highway Use Tax 
law, althougn we nave, on several occasions, studied pro- 
posals advocating such procedures. We have concluded from 
these studies chat any advantage to be gained by using such 
procedures would be Lrcrvil~ uuL-rreighec; bjr the aeflendant 
adminisLratlve and procedura'i. dilfiatiiLLGs. 

We appreciate the opportunity to comment on this 
subject. If I may be of further assistance, please let 
me know, 

Sincerely yours, 

Dir@or, Collection Division 

Enclosure 
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APPENDIX III 

Fwm 2290 
IRev. Feb. 1971) 
Copatimmt of the Treatw 
,m*rm, NSVMVO serfrce I 

oasr Wehicles 

FDr the Taxable ‘fear July II, 1971 Through June 30.11972 
( Name I Empbyer IdentlfIoatlon Number 

tps I 

3 
- 

Address (Number and street) 
i-8 
as 

I’ 3 City or town, State and ZIP cods 
h 

1. File a separate Form 2290 for EACH MONTH in which a vehicle is FIRST USED IN THIS YEAR. This return covers vehicles 
FIRST USED IN THE MOMTH OF _. ..___._ ____.. 19 . 2. Have you filed a Form 2290 for any other month of 
this texeble year? . . . 0 Yes 0 Re. 3. Are all vehicles registered in the State indicated in the address on 

si 
P 

_ 

_j- 

.- 

return? . . . 0 Yes 0 No. If answer is “No,” attach a statement 

Type Of Vehlcla 

ThaTte,~n column (1) is based on the taxabla gre.r wtght. (Sss definltmns and imlrm1m.r on 

2 axlad truck equipped for use as a single unit with actual unloaded weight of 13,900 
pounds or mom 

3 axled truck eauioDed for use as a single unit with actual unloadbd weight of 13,WO . . 
pounds or more and less than 16,000 pounds 

3 axled truck equipped for use as a single unit with actual unloaded weight of 16,000 
pounds or more 

? 
2 
I 8 

4 axled truck equipped for use as a single unit with actual un:oaded weight of lass than 
22,000 pounds 

4 axled truck equipped for use as a single unit with actual unloaded weight of 22,000 
pounds or more and lass than 30,ODO pounds -- 

Gled truck equipped fer use as a single unit with actual unloaded weight of 30,090 
pounds or more 

More than 4 axled truck equipped for usa as a sir&e unit (see instructions) 

2 axled truck-tractor with actual unloaded weight of 5.500 pounds or more and less 
than 7,009 pounds 

2 axled truck-tractor with actual unloaded weight of 7,030 pounds or more and less 
than 9.500 pounds __~__- 
2 ded truck-tractor with actual unloaded weight of 9,500 pounds or more and less 
than 11,000 pounds _- --. 

%xled truck-tractor with actual unloaded weight of 11,000 pounds or more 

3 or 4 axled truck&actor %h 
_____-- 

actual unloaded weight of less than 13,000 pounds ----- ____..- 
3 or 4 axled truck-tractor with actual unloaded weight cf 13,000 pounds or more and less 
than 17.000 pounds ___- 
3 or 4 axled truck-tractor with aduel unlodded weight of 17,000 pounds or more 

lore than 4 axled truck-tractor (see instructions) 

2 axled truck with actual unloaded weight of 9.000 pounds or more and :ess than 12,000 
pounds and equipped for use in combinations 

2 ax!sd truck with actual unloaded weigl!t of 12,003 pounds or n~ore and equipped for use 
in cnmbinations _---~-- -- _-~___ ---- 
3 or 4 ax!ed truck with zctual unloaded weight of less tban ?4,000 pounds and equipped 2‘1 I 

f R 1 for JSJ in combinations - --____ ---.-. 

% 
s ! 3 or 4 cried truck with actual unloaded we&t of 14,000 pounds cr more and less than 

i 19.000 peunds end equipped for cse in combinations y -___--- ------ - 

%j 17 1 3 or 4 axfed truck with actual unloaded wght cf 19,000 ~omds nr me and quipped 
’ far use in wmbinstions i: (-._I_.- __----.-~-----. 

/ U ! More ihdc 4 axled truck eouippac! for use in comnnati~zns <see in:trucf!ons) *-WY_ 

0 1 Tax applie- to a bus ha%& a Wab!o grcss we!gbt of more than 2$300 pounds. Taxab!z 
s V ; gios; werght is act-s1 iuiwde d w&&t plx 150 ~soods ier each mt of seotmg capacity 

P pmvrded for passenge:a and d;ivz-. At%? sche!Jule shawrng ccrrgr:arion of tax. 

rhowing where such vehicles are ragfstered. 

$81.00 

90.00 

120.00 

165.00 
.___ --- - 

m4.00 
-___- 

240.00 
-- 

90.00 
-__ 

120.00 
.---___ - 

150.00 
-- --- 
180.00 

----I ,---- 195.GO , 
,-~ 

210.00 
.____ ~ - - 
222.00 

- ----- 

-1 

I 

165.00 
__. -.- -- .--- _.-_ 

195.00 
! __------ 

222.00 
.- .-___ -__ -I__ .--.--__. 

323.00 

mEi* 
-~y.m..--- 1 L 

the return If the mstallmeot / 
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APPENDIX III 

lnsPructIons 

The law lmposw a tax eedr year on the use of any highway motor 
v&de which falls wlthln ona of the ciltegories shown Iq the tax 
computation schedule on the face of this form. Under 2hk 19w A 
&urn on Form 2290 mvering all taxable vehitles in use during Ju!y 
of each year must be filed and an annual tax (or an tnstall- 
mmt cd such tax) pald not later than the last day of August. 
The tax h for the 12month period which will end the Mowing June 
30. For vahlck% put in ~58 In any nionth fdter the month of July, an 
additiond Form 2290 must be Sled, for these Vehicles only, and a 
prorated tax psld for the number of months renrainlng in the 1% 
month period. 

When to p6y.-The entin, tax shc%m to be d!!a on any return must 
be paid with the return, unless the instel!ment privilege. described 
below. is elected. t&ke check or movey order peyablo to “lntemaf 
Raveage Service.” 

This applies even though the vehicles am rep!scements of Mflic’es 
upon which a tar has been peld, unless the replacement is a used 
veh.clo on which the tar[ has been paid for the taxable year. 

who must flk.-A return must be filed by the person in whose 
neme any highway motor veklcle is or is required to be registered 
under the lava uf sny State of the Unlted States. or of the District 
of Columbia, at the time of the first taxable use of the vehicle in 
the tax year. 

lnatallment p&ilaga.-You may elect to pay the tax In up to 
four equal installments, depending upon when the first use of a 
vehicle occurs in ths tax year. i%a tax on VehIclea first used in 
July, August or September may be paid In four Installments. The 
tax on vahldes first used In October. November or Oecembet may 
be paid in three instsllments and the tax on vahldes fimt used In 
Jenuary. February or March may be paid In t~!o InstaHments. The 
installment prlvilego is not available for the tax on vahkks first used 
in April, May or Juna. 

Note.-4 such person doss not pay the tax. any person tic sub- 
sequently aqulms the Vehicle and puts It to a taxable use In the 
*eme tax y*r may be required to pay the tax. 

when b IlIe.-lhs mtum is due on or befor the last .day of the 
month folkwlng the month In width the ffmt taxable use. in the tax 
year, of e vahide occurs. For example ~JIEI tax on vehicles In use 
in July should be rspmted in the return filed in August If a vehicle 
is put into uss after the month of July, an addltlonal mturn must be 
ISed In the month follow+Ig fhe month the vehicle was first usad In 
the ten yeer. 

where lo File 
nYQurPdQdpdpkmo(bwf. 

FzzEi?gatY&g u&Jmk 
mallsng addma 

v v 
Cmnwtkut. Mains. Massachu- 
tetts, New Ham shire. 

lntemsl Revenue Sewlee Center 
York. Rhode IsIan 8 

New 310 Lowell .stfeet 
, Vermont Andover. Mass. 01812 

Delaware. Dhtdct of Columbia. 
Ma land, New Jersey. Pennsyi. 

lntamsl Revenue Service Canter 
van a. Vlrginle 7 

I16Cl Roosevelt Boulevard 
Phlladelohle, Pa. 19155 

Alabama, Fioitda. Gaorgla. Ml6- 
rksl 

P 
PI, North Carolina. South 

Internal Revsnub SeruIce Canter 
Cam ina. Tennessee 4EXl Buford HIghwaY 

Chambles. Ga. 30506 __- 
Indiana. Kentucky., Michigan, 
Ohio. West Vfrtghua 

lntemal Revenue Servtca Cvnter 
Clndnnatii. Ohio 45293 

lastaliment payment&-The f;rst Instal!ment of tar must be pald 
at the eam~ time the return Is required to ba med. The ofhcr lnstatl~ 
ment dates are December 31. March 31 and June 30. dapending 
upon the calender quarter In which the liability was Incurred. You 
should receive 8 notice of each installment before It comes due. 
Paymene should ba submltlcd wEh this nutka. Should an Installment 
not b pald on or before the data p:escribed for paymanS the antka 
unpaid tax becomes due and payable. 

Nota.-UabMty is lnwrred with tha fltst taxabk usa of a v&Ida 
In the tax year. Shou:d the Installment privilege be elected and the 
vehlcls later be sold, the seller is still required to pay any remalnlng 
installments. 

Peiod ewsd Uax Yea’).-The tax year begins Juty 1. and ends 
tha following June 30. The return cowers the taxable use of each 
vehide for a period beginning with tha month In whkh the mhkia was 
limt used In the tex year through the following June 30. 

Em&pr fdentifkatIon nmnbar~r your amployar kleMflco~ 
tion number. If you do not have such a number, one should be 
secured by filing Form SS-4 “ApplkMion for Employer ldantificatlon 
Numb&’ with the Internal Revenue office where you are required to 
file Form 2290. Form SS-4 mey be obtained from any District Mm&or 
or any Soclsl Securi@ district office. 

No provision for refundIn&-The tax is incurred wfth tha first 
taxable use of a vehicle In the tax year. Should the vehleia later 
be sold. destroyed or othelwise disposed of. no refund or credit may 
be allowad for the remaining months In the tax year. 

Ifllnda. bwa. Mlnnasota. Mls- 
SOWI Nebraska. North Dakota, 
SQutL Dakota. Wkconsin 

Internal Revenue SewIce Center 
2306 E Bsnnktw Road 
Kmsar city, MO. 64170 

ExemptIon+-The Unitad States, a State or any polltkal sub- 
division of a State k exempt from the tax. 

Atiww, Cofomk. Kansas, 
LouIslana, New #axiw. Qkla- 
hom8. Texas. WYomlng 

Internal Rsvanus SetvIce Center 
3651 Interregional Highwsy 
Austin. Texas 78740 

Transit-type buws meeting certain conditfons may abo be exempt- 

Akrka. Mlzona. Csfifomls, 
Hawail l&ho, Montana, Ns- 
bada. dre8on. Uteh, Washln8ton 

lntemsl Revenue 8ervice Csntrr 
2160 wee. 1200 south street 
Ogden, Utah 84405 

For detailed Information in these, ca9es see S&ion 4483 of tha 
Internal Revenue Code and the regulatio% thereundw. 

If the tsxpayer has no legal residence or prhcipa! place of buslnsss f%sltles and lntereaecdvold penalties and ktarest by maklng 
or phdpel ofilw of agency, In any I&mat Revenue district, the re- timely returns and payments of tax. The law pmvlde9 penaltIe for 
turn she&d be filed 4th the Gntemel Revenue Service Canter, 1X01 failing to file a return. for late filing, for fiiing a false or fraudulent 
Roosavslt Bouleva~% Philadelphia. Pa. 19155. return and for failure to pay tax when due. 

Twebk ma.-Twebfe 06~ occurs when a hlghway mator ml-tide 
iscpemhdwithpowecderivedfmmitsommotar~anyroa~in 
the lJnM States whim is note private roadway. 

Hl&ay motor vehide.-The term “highway motor vehicle” means 
my vehkls which is propelled by its own motor and which is of a type 
used for highway transportation. l%us the term does not include 
traIlen and semj-trailers or any vehicle of a type not used for high- 
way transpofiation such as a farm tractor, a road grader or a bull- 
dozer. 

Ta%&le gross weight-?.ithough it IS the 11~9 of the highway motor 
vehicle tilch g’vas risa to the tax, t!!? tax ;s bussd on the taxable 
gross waizhr of suti vehic!?. The taxable grb;s weight of a vehlde 
is established by mgulatlons which assign a certain weight, es shown 
In the Geaeral Information se&on of thete Instrudons. according 
to the category In which the vrhicla is classified. Any highway motor 
vehicle which falls in one of the categories shown Ii! the schedule 
shall be considered to have the taxable gross weimt 899igned to such 
category tiether or not the vahlcla (single unit or combination) is 
actually loaded to such weight. No tax I9 due on the use of any 

vehkk which dws not fall In me d the ~&~ries ehwm In ls 
schedule. 

kctual u&s&d we&M.--l% tarm “actuai unloaded waight” 
fllwns ma empty wQlgitt of ma vahkle fully 9qulppKJ for se*, 
w:%hwt payload or driver. 

Fully equipgea for 6snkrcm9 term “fully equippad for service” 
includes body (whether or not deslgscd end adapt& prtmarlly for 
tra- cage. as for axample, concmta mkem); all accessor& 
all equipment aUz&ad tg of carrled on the vehlde for use fn con. 
nectfon with tfia movement of the vehicle by moans of its own motor 
or for use in the ma!-rtenonce of tha vehicle; and a fu!l complement 
of lubrkants, fuel, and water. The term does not Include equipment 
attached to or carried on the vehicle for use in handhng, protecting. 
or preserving cargo, nor does the term Include any special equipment 
(such as en air compressor, crane, specialized oll.field mechlnery. 
etc.) mounted on the vehicle for use on mnstructlon I.&s. In oll4eld 
operations. etc. See section 4482 of the Internal Revenue Code and 
the regulations thereunder for additional definitions and more da- 
tailed information. 
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APPENDIX III 

Computation cf Tax 
The law provides that the tax he computed on a “taxable gross 

weinht” which is established by retiulations for each category of 
vch%e as follows: 

_ - 

C&STY PD”“d, Catwry POW3 category pom3 
A. 27.000 DandQ. 
Band’Si: : 30,000 K. 

55,000 M . 70.000 
60,000 Nand-S : : 74,000 

C. lend P . 40,000 L and’R : : 65,000 T . . . . 76.000 
J . . . . 30.000 E. . . . 68,900 F. . . . 80,000 
Category G . . . . _ . . . 2.5 times actual unloaded weight 
CategoryOandV . . . . . 4.5 times actual unlosded weight 

The tax for one vehicle used any tlmo during July is show” in 
column (1) of the tax computation schedule on the face of this 
form. This tax is arrived at by multiplyL.g the “taxable gross weight” 
assigned to tha category of the vehicle by the tax rate of $3.00 per 
thousand pounds. A Tax Rate Table is provided bslow which shows 
tile tax par vehicle according to category for cases In which the usa 
began :? some month other than July. 

COMPUTATION OF TAX FQR 
“MORE THAN 4-AXLED” WEHiCLES 

Wehielw first used in July.- Enter in column 1 for category G - 
2% times the actual unloaded weight multiplied by $3.00 par 
thousand pounds. Enter in column 1 for categor!es 0 and U - 4% 
times the actual unloaded weight multiplied by $3.00 per thousand 
pounds. 

Wehlclea first used in a month other than July.-Enter m column 2 
for category G - 2% times the actual unloaded weight multiplied by 
ths tax ra:e per thousand pounds for category V. Enter in column L 
for categories 0 and U - 4% times the actual unloaded weight mul. 
tiplied by the tax rate per thousand pounds for category V. 

For more detailed information you may obtnln Publication 349 
from any Internal Revenue Service office. 

NOTE: Gross weights used for State registration and tag purposes must not be used to 
determine the Federal Tax LiaQility for any category of vehicle desZ this form. 

-~- 
CATEGORY 

----,.----, --, 
Tax Rate Table for ‘Cehlcles First lked Aft@r Ju w--v- .I-- --- ----- 

i. 
Mmth 

n 
Bnnd’H: : : : : : : : 
c. I and P . . . . 
J 
D &‘Q ’ : : : : : : 
x . . . . . . . 
L a*!o ‘R . . . . 
F 
M.:‘.:::::: 
N ?rd S . . . . . , 

^., ---_L...z?. :. 7’ ’ 52.28 I f.! ,:a i :. 7: -4”_--.-- -. - .-F.. 

- -  - - -w  - . -  .  

rly (Enter in Coiumn 2) 
Use Efeean 

-.--e-v.. -_-_. 
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APPENDIX IV 

ILLUSTRATIONS OF THE TYPE OF VEHICLES SUBJECT 
TO THE FEDERAL HIGHWAY USE TAX 

~ ---.--- 
--==l 

B, C 

D, E, F 

L. MI, N 

P, Q 

R. S. T 

Note: Letters appearing under above illustrations correspond to the tax categories shown on Federal 
Use Tax Return on Highway Motor Vehicles. (See app. III.) 

Source: Internal Revenue Service Publication 349 entitled “Federal Use Tax on trucks, truck-tractors, 
and buses,” dated May 1969. 
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